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ILLINOIS DEPARTMENT OF LABOR
Rod R. Blagojevich Art Ludwig

Governor Director

November 17, 2005

Honorable William G. Holland
Auditor General

State of Illinois

Iles Park Plaza

740 East Ash

Springfield, IL 62703-3154

Dear Mr. Holland:

We are responsible for the identification of, and compliance with, all aspects of laws,
regulations, contracts, or grant agreements that could have a material effect on the operations of the
Agency. We are responsible for and we have established and maintained an effective system of;,
internal controls over compliance requirements. We have performed an evaluation of the Agency’s
compliance with the following assertions during the two-year period ended June 30, 2005. Based
on this evaluation, we assert that during the years ended June 30, 2005 and June 30, 2004, the
Agency has materially complied with the assertions below.

A. The agency has obligated, expended, received and used public funds of the State in
accordance with the purpose for which such funds have been approprated or otherwise
authorized by law.

B. The agency has obligated, expended, received and used public funds of the State in
accordance with any limitations, restrictions, conditions or mandatory directions imposed by
law upon such obligation, expenditure, receipt or use.

C. The agency has complied, in all material respects, with applicable laws and regulations,
including the State uniform accounting system, in its financial and fiscal operations.

D. The State revenues and receipts collected by the agency are in accordance with applicable
laws and regulations and the accounting and recordkeeping of such revenues and receipts is
fair, accurate and in accordance with law.

E. The money or negotiable securities or similar assets handled by the agency on behalf of the
State or held in trust by the agency have been properly and legally administered, and the
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F. accounting and recordkeeping relating thereto is proper, accurate and in accordance with
law.

Yours very truly,

Department of Labor

Bob Blinn, Fiscal Officer



STATE OF ILLINOIS
ILLINOIS DEPARTMENT OF LABOR

COMPLIANCE REPORT

SUMMARY

The compliance testing performed in this examination was conducted in accordance with
Government Auditing Standards and in accordance with the Illinois State Auditing Act.

AUDITORS’ REPORTS

The Independent Accountants’ Report on State Compliance, on Internal Control Over
Compliance and on Supplementary Information for State Compliance Purposes contains certain
scope limitations, disclaimers, or other significant non-standard language.

SUMMARY OF FINDINGS

Number of This Report Prior Report
Findings 13 6
Repeated findings 4 2
Prior recommendations implemented

or not repeated 2 2

Details of findings are presented in a separately tabbed report section.

SCHEDULE OF FINDINGS

FINDINGS (STATE COMPLIANCE)

Item No. Page Description

05-1 10 Efficiency Initiative Payments

05-2 12 GAAP reporting weaknesses

05-3 14 Inadequate control over revenues

05-4 17 Inaccurate accounts receivable records and reporting
05-5 18 Receipts not deposited timely

05-6 19 Inadequate control over contractual agreements
05-7 21 Property control weaknesses

05-8 23 Improper use of appropriated funds

05-9 25 Voucher processing weaknesses



05-10 26 Performance evaluations not completed

05-11 27 Noncompliance with Illinois Procurement Code
05-12 28 Voucher approval weaknesses
05-13 29 Time sheets not maintained in compliance with the State Officials and

Employees Ethics Act

PRIOR FINDINGS NOT REPEATED (STATE COMPLIANCE)
05-14 31 Inadequate Controls over Revenues and Receivables

05-15 31 Noncompliance with Toxic Substances Disclosure Act

EXIT CONFERENCE

The findings and recommendations appearing in this report were discussed with Department
personnel at an exit conference on February 9, 2006. Attending were:

Ilinois Department of Labor Office of the Auditor General
Art Ludwig, Director Jane Clark, Audit Manager
Mike Kleinik, Chief of Staff Courtney Dzierwa, Audit Supervisor

Bob Blinn, Fiscal Officer

Responses to the recommendations were provided on February 16, 2006 by Bob Blinn,
Fiscal Officer.
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INDEPENDENT ACCOUNTANTS' REPORT ON STATE COMPLIANCE,
ON INTERNAIL CONTROL OVER COMPLIANCE, AND ON
SUPPLEMENTARY INFORMATION FOR STATE COMPLIANCE PURPOSES

Honorable William G. Holland
Auditor General
State of Illinois

Compliance

We have examined the State of Illinois, Department of Labor’s compliance with the
requirements listed below, as more fully described in the Audit Guide for Financial Audits and
Compliance Attestation Engagements of Illinois State Agencies (Audit Guide) as adopted by the
Auditor General, during the years ended June 30, 2005. The management of the State of Illinois,
Department of Labor is responsible for compliance with these requirements. Our responsibility
is to express an opinion on the State of Illinois, Department of Labor’s compliance based on our
examination.

A.

The State of Illinois, Department of Labor has obligated, expended, received, and used
public funds of the State in accordance with the purpose for which such funds have been
appropriated or otherwise authorized by law.

The State of Illinois, Department of Labor has obligated, expended, received, and used
public funds of the State in accordance with any limitations, restrictions, conditions or
mandatory directions imposed by law upon such obligation, expenditure, receipt or use.

The State of Illinois, Department of Labor has complied, in all material respects, with
applicable laws and regulations, including the State uniform accounting system, in its
inancial and fiscal operations.

. The State revenues and receipts collected by the State of Illinois, Department of Labor

are in accordance with applicable laws and regulations and the accounting and
recordkeeping of such revenues and receipts is fair, accurate and in accordance with law.

Money or negotiable securitics or similar asscts handled by the State of Illinois,
Department of Labor on behalf of the State or held in trust t/)y the State of Illinois,
Department of Labor have been properly and legally administered and the accounting and
recordkeeping relating thereto is proper, accurate, and in accordance with law.
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Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants; the standards applicable to attestation
engagements contained in Government Auditing Standards issued by the Comptroller General of
the United States; the Illinois State Auditing Act (Act); and the Audit Guide as adopted by the
Auditor General pursuant to the Act; and, accordingly, included examining, on a test basis, evidence
about the State of Illinois, Department of Labor’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We believe that
our examination provides a reasonable basis for our opinion. Our examination does not provide a
legal determination on the State of Illinois, Department of Labor’s compliance with specified
requirements.

As described in finding 05-3 in the accompanying schedule of State findings, the State of Illinois,
Department of Labor did not comply with requirements regarding the accounting and
recordkeeping of revenues and receipts collected by the State of Illinois, Department of Labor and
deposited into the General Revenue Fund (Fund 001), the Special State Trust Fund (Fund 251), and
the Child Labor Law Enforcement Fund (Fund 357). More specifically, the Department did not
comply with the Statewide Accounting Management System (SAMS) Procedure 25.40.20, which
requires the Department to reconcile account balances on a monthly basis and notify the State
Comptroller’s Office of any unreconcilable differences so necessary corrective action can be taken
to locate the differences and correct the accounting records. The Department also inappropriately
used funds collected under the Illinois Wage Payment and Collection Act (820 ILCS 115/6).
Furthermore, the Department did not comply with good business practices, which require sufficient
and properly designed accounting records be maintained to adequately control fiscal operations and
provide reliable data for necessary management reports and requires a thorough review of
supporting documentation to ensure receipts are deposited into the appropriate fund. Compliance
with such requirements is necessary, in our opinion, for the State of Illinois, Department of Labor
to comply with the aforementioned requirements.

In our opinion, except for the noncompliance described in the preceding paragraph, the State of
Illinois, Department of Labor complied, in all material respects, with the aforementioned
requirements during the two years ended June 30, 2005. However, the results of our procedures
disclosed other instances of noncompliance, which are required to be reported in accordance with
criteria established by the Audit Guide, issued by the Illinois Office of the Auditor General and
which are described in the accompanying schedule of State findings as findings 05-1, 05-2, 05-4,
05-5, 05-6, 05-7, 05-8, 05-9, 05-10, 05-11, 05-12, and 05-13. As required by the Audit Guide,
immaterial findings relating to instances of noncompliance excluded from this report have been
reported in a scparate letter.

Internal Control

The management of the State of Illinois, Department of Labor is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws and
regulations. In planning and performing our examination, we considered the State of Illinois,
Department of Labor’s internal control over compliance with the aforementioned requirements in
order to determine our examination procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with the
Audit Guide issued by the Illinois Office of the Auditor General.



We noted certain matters involving internal control over compliance and its operation that we
consider to be reportable conditions. Reportable conditions involve matters coming to our
attention relating to significant deficiencies in the design or operation of the internal control over
compliance that, in our judgment, could adversely affect the State of Illinois, Department of
Labor’s ability to comply with one or more of the aforementioned requirements. Reportable
conditions are described in the accompanying schedule of State findings as findings 05-1, 05-2,
05-3, 05-4, 05-5, 05-6, 05-7, 05-8, 05-9, 05-10, 05-11, 05-12, and 05-13.

A material weakness is a condition in which the design or operation of one or more internal
control components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws and regulations that would be material in relation to one or more
of the aforementioned requirements being examined may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. Our
consideration of internal control over compliance would not necessarily disclose all matters in
internal control that might be reportable conditions and, accordingly, would not necessarily
disclose all reportable conditions that are also considered to be material weaknesses. However,
of the reportable conditions described above, we consider finding 05-3 to be a material
weakness. Additionally, the results of our procedures disclosed other deficiencies in internal
control, which are required to be reported in accordance with criteria established by the Audit
Guide issued by the Illinois Office of the Auditor General and which are described in the
accompanying schedule of State findings as findings 05-1, 05-2, 05-4, 05-5, 05-6, 05-7, 05-8, 05-
9, 05-10, 05-11, 05-12, and 05-13. As required by the Audit Guide, immaterial findings related
to internal control deficiencies excluded from this report have been reported in a separate letter.

Supplementary Information for State Compliance Purposes

Our examination was conducted for the purpose of forming an opinion on compliance with the
requirements listed in the first paragraph of this report. The accompanying supplementary
information as listed in the table of contents as Supplementary Information for State Compliance
Purposes is presented for purposes of additional analysis. We have applied certain limited
procedures as prescribed by the Audit Guide as adopted by the Auditor General to the 2005 and
2004 Supplementary Information for State Compliance Purposes, except for information on the
Service Efforts and Accomplishments on which we did not perform any procedures. However,
we do not express an opinion on the supplementary information.

We have not applied procedures to the 2003 Supplementary Information for State Compliance
Purposes, and accordingly, we do not express an opinion thereon.



This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Governor, and agency management, and is not
intended to be and should not be used by anyone other than these specified parties.

BRUCE L. BULLARD, CPA
Compliance Audit Director

November 17, 2005
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STATE OF ILLINOIS
ILLINOIS DEPARTMENT OF LABOR
SCHEDULE OF FINDINGS
For the Two Years Ended June 30, 2005

05-1. FINDING  (Efficiency Initiative Payments)

The Illinois Department of Labor (Department) made payments for efficiency initiative
billings from improper line item appropriations.

Public Act 93-0025, in part, outlines a program for efficiency initiatives to reorganize,
restructure and reengineer the business processes of the State. The State Finance Act details
that the amount designated as savings from efficiency initiatives implemented by the
Department of Central Management Services (CMS) shall be paid into the Efficiency
Initiatives Revolving Fund. “State agencies shall pay these amounts...from the line item
appropriations where the cost savings are anticipated to occur.” (30 ILCS 105/6p-5)

The Department received two FY04 billings and one billing in FY05 for savings from
efficiency initiatives. The initiatives and amounts billed to the Department for FY04 and

FYO5 were:

INVOICE BILLED
BILLING DATE INITIATIVE AMOUNT

FYO04
9/19/03 Procurement Efficiency $ 34,057
9/19/03 Information Technology $ 18,409

FYO05
4/21/05 | Information Technology $ 9,183
Grand Total FY04-FY05 | $ 61,649

The Department reported it did not receive guidance or documentation with the FY04
billings from CMS detailing where savings were to occur nor did CMS provide evidence of
savings for the amounts billed. Additionally, staff reported that the Department does not do
any major purchasing and has not seen or experienced any savings from the efficiency
initiatives.

Based on our review, we question whether the appropriate appropriations, as required by the
State Finance Act, were used to pay for the anticipated savings. We found that the
Department made payments in FY04 for these billings not from line item appropriations
where the cost savings were anticipated to have occurred but from line items that had
available funds. The Department paid 68 percent ($23,057 of the total of $34,057) of the
FY04 procurement billing from travel line item appropriations.

The FYO05 billing contained more detail and it appears the Department paid this from proper
appropriations.

The table below provides an illustration of the specific funds and line items the Department

used to make payments for the efficiency initiatives. Additionally, the table illustrates
which efficiency initiatives were paid from the various line item appropriations.

10



STATE OF ILLINOIS
ILLINOIS DEPARTMENT OF LABOR
SCHEDULE OF FINDINGS
For the Two Years Ended June 30, 2005

EFFICIENCY
INITIATIVE
|_
prd
@)
o |22
x s O
TOTAL 3 | x=
AMOUNT |APPROPRIATION| O E,_) O
FUND |LINE ITEM APPROPRIATION PAID FOR LINE ITEM E P L,‘_J
FYO04
GRF [For Travel $ 23,057/ $ 206,400 v
GRF |For Commodities $ 3,000/ $ 11,900
GRF |For Printing $ 6,000 $ 14,700 4
GRF |For Electronic Data Processing $ 18,409 $ 99,700 4
GRF |For Telecommunications $ 2,000/ $ 25,700 v
FYO05
GRF |For Electronic Data Processing $ 9,183 $ 83,637 ‘ ‘ v

Use of appropriations unrelated to the cost savings initiatives results in non-compliance with
the State Finance Act. Furthermore, use of appropriations for purposes other than those
authorized by the General Assembly effectively negates a fundamental control established in
State government. Finally, use of funds unrelated to the savings initiative may result in an
adverse effect on services the Department provides. (Finding Code No. 05-1)

RECOMMENDATION

We recommend that the Department only make payments for efficiency initiative billings
from line item appropriations where savings would be anticipated to occur. Further, the
Department should seek an explanation from the Department of Central Management
Services as to how savings levels were calculated, or otherwise arrived at, and how savings
achieved or anticipated impact the Department’s budget.

DEPARTMENT RESPONSE

The Department of Labor agrees.

11



STATE OF ILLINOIS
ILLINOIS DEPARTMENT OF LABOR
SCHEDULE OF FINDINGS
For the Two Years Ended June 30, 2005

05-2. EINDING  (GAAP reporting weaknesses)

The Illinois Department of Labor (Department) did not provide complete support for
amounts reported in the Department’s Fiscal Year 2005 Generally Accepted Accounting
Principles (GAAP) packages submitted to the Office of the Comptroller in a timely manner.
In addition, some of the estimated amounts reported by the Department differed materially
from the actual amounts. We noted the following:

e The Department underestimated its August expenditures from the General Revenue
Fund (Fund 001) by $172,313. The Department reported estimated August
expenditures from the General Revenue Fund to be $34,000, but actual August
expenditures from the General Revenue Fund totaled $206,313.

e The Department did not provide complete support for a $23,000 cash adjustment
posted to their General Revenue Fund GAAP package in a timely manner. The
complete support was provided on February 9, 2006.

e The Department overestimated its August expenditure activity for the Special State
Trust Fund (Fund 251) by $4,000. The Department reported estimated August
expenditures for the Special State Trust Fund to be $21,000, but actual August
expenditures from the Special State Trust Fund totaled $17,000.

The Statewide Accounting Management System (SAMS) (Procedure 27.10.10) requires
careful examination of financial data during the preparation of GAAP reporting packages.
In addition, good business practices require adequate documentation and properly designed
accounting records be maintained to support financial data and provide reliable data for
necessary management reports.

Department personnel stated the exceptions were oversights which occurred while other
priorities were given precedence.

GAAP packages submitted by State agencies are used to compile the Illinois State
Comprehensive Annual Financial Report. The failure to provide accurate information to the
Office of the Comptroller could result in inaccuracies in the Statewide financial statements.
(Finding Code No. 05-2, 03-1)

RECOMMENDATION

We recommend the Department implement procedures to ensure complete and accurate
reporting of year-end accounting reports (GAAP package forms).

12



STATE OF ILLINOIS
ILLINOIS DEPARTMENT OF LABOR
SCHEDULE OF FINDINGS
For the Two Years Ended June 30, 2005

DEPARTMENT RESPONSE

The Department of Labor agrees.
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STATE OF ILLINOIS
ILLINOIS DEPARTMENT OF LABOR
SCHEDULE OF FINDINGS
For the Two Years Ended June 30, 2005

05-3. EINDING  (Inadequate control over revenues)

The Illinois Department of Labor (Department) did not exercise adequate control over
revenues in its General Revenue Fund (Fund 001), Special State Trust Fund (Fund 251) and
Child Labor Law Enforcement Fund (Fund 357). We noted the following:

3 of 20 (15%) cash receipts amounts on a summary receipts schedule prepared by the
Department did not trace to the Department’s supporting documentation for two of
the amounts presented for Fund 001 and for one amount presented for Fund 251.
Differences for Fund 001 totaled $9,514 and $2,606 for Fiscal Years 2005 and 2004,
respectively. A difference of $617,986 for Fund 251 was noted in Fiscal Year 2005.
Good business practices require sufficient and properly designed accounting records
be maintained to adequately control fiscal operations and provide reliable data for
necessary management reports.

The Department did not have adequate support for three reconciling amounts
presented in a summary receipts schedule prepared by the Department for Fund 001.
The Department’s June 30, 2004 reconciliation of Fund 001 contained an
unexplained $11,995 adjustment in conjunction with the implementation of the
Department’s new cash receipts system. The Department’s June 30, 2005
reconciliation of Fund 001 included a $2,567 adjustment that could not be explained.

In addition, the Department prepared reconciliations between Department records
and the State Comptroller’s Monthly Cash Report (Report SB05) for Fund 251.
However, unexplained and unsupported adjustment amounts of $3,408 and $2,903
for Fiscal Years 2005 and 2004, respectively, were noted. In addition, the June 30,
2005 reconciliation included a $4,703 adjustment for prior year voided warrants, yet
this amount does not trace to records produced by the State Comptroller. The $329
difference noted between Department records and State Comptroller reports was not
adequately explained or supported. Statewide Accounting Management System
(SAMS) Procedure 25.40.20 requires the Department to reconcile account balances
on a monthly basis and notify the State Comptroller’s Office of any unreconcilable
differences so necessary corrective action can be taken to locate the differences and
correct the accounting records.

14



STATE OF ILLINOIS
ILLINOIS DEPARTMENT OF LABOR
SCHEDULE OF FINDINGS
For the Two Years Ended June 30, 2005

e The Department did not have adequate support for deposits-in-transit amounts as of
June 30, 2005 and June 30, 2004 for Fund 001, Fund 357, and Fund 251. The
Department reported deposits-in-transit amounts of $36,195 and $22,680 as of June
30, 2005 and June 30, 2004 for Fund 001. The Department also reported deposits-in-
transit amounts of $4,850 and $13,150 as of June 30, 2005 and June 30, 2004 for
Fund 357. In addition, for Fund 251, the Department prepared three separate
documents that included deposit-in-transit amounts. However, the amounts provided
of $60,200, $91,008, and $91,524 by the Department did not trace or agree to each
other or other supporting documentation provided by the Department. Department
personnel provided auditors with handwritten records that did not include any
underlying support which could be verified. Good business practices require
sufficient and properly designed accounting records be maintained to adequately
control fiscal operations and provide reliable data for necessary management reports.

e The Agency Fee Imposition Reports prepared by the Department for Fiscal Years
2004 and 2005 could not be reconciled to the State Comptroller’s Monthly Revenue
Status Reports (Report SB04). We noted differences between the Agency Fee
Imposition Reports and Report SB04 totaling $5,394 and $101,580 for Fiscal Years
2005 and 2004, respectively. Good business practices require sufficient and properly
designed accounting records be maintained to adequately control fiscal operations
and provide reliable data for necessary management reports.

e The Department inappropriately used $708 of revenues from Fund 251 for office and
library supplies and printing items. The Illinois Wage Payment and Collection Act
(820 ILCS 115/6) authorized the establishment of Fund 251 as a non-appropriated
fiduciary fund in which owed but unpaid wages are collected from employers and
held until the employees can be located and properly paid. As such, all monies held
in the Fund are owed to unpaid workers and should not be used to purchase items for
normal Department operations.

e The Department incorrectly deposited a $13 receipt into Fund 251. The receipt was
received for a penalty assessed against an employer and should have been deposited
into the General Revenue Fund (Fund 001). Fund 251 is a non-appropriated
fiduciary fund in which owed but unpaid wages are collected from employers and
held until the employees can be located and properly paid. Good business practices
require a thorough review of supporting documentation to ensure receipts are
deposited into the appropriate fund.

Department personnel attributed the above items to oversight and personnel constraints in

the accounting function, which limits the Department’s ability to investigate and reconcile
all differences.

15



STATE OF ILLINOIS
ILLINOIS DEPARTMENT OF LABOR
SCHEDULE OF FINDINGS
For the Two Years Ended June 30, 2005

Failure to exercise adequate control over revenues is noncompliance with the State Officers
and Employees Money Disposition Act and SAMS and could result in inaccurate statewide
financial statement reporting. (Finding Code No. 05-3, 03-4)

RECOMMENDATION

We recommend the Department maintain detailed, verifiable records for all revenue
transactions and ensure receipts are deposited into the proper fund and that revenues are
appropriately used. We also recommend the Department investigate all differences noted in
their reconciliation process and document the results of these investigations. We further
recommend the Department make necessary updates to their cash receipts system to
facilitate accurate reporting for the annual fee imposition report.

DEPARTMENT RESPONSE

The Department of Labor agrees.
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STATE OF ILLINOIS
ILLINOIS DEPARTMENT OF LABOR
SCHEDULE OF FINDINGS
For the Two Years Ended June 30, 2005

05-4. EINDING (Inaccurate accounts receivable records and reporting)

The Illinois Department of Labor (Department) did not accurately record and report
accounts receivable.

As of June 30, 2003, the Department had gross receivables balances totaling $280,000
recorded in 3 funds: General Revenue Fund (001) - $94,000, Special State Trust Fund (251)
- $174,000, and Child Labor Law Fund (357) - $12,000. However, the Department did not
have documentation to support the transactions reported on the 24 quarterly accounts
receivable reports submitted to the Comptroller’s Office during Fiscal Years 2004 and 2005.
In addition, there does not exist an adequate method of tracking and monitoring complaints
related to billings, or receivables, as the Department does not record them.

Statewide Accounting Management System (SAMS) Procedure 26.20.10 states that accounts
receivable should be recognized when the State’s claim for future cash is reasonably
estimable and the amount due becomes measurable. SAMS also states that detailed
information should be maintained to facilitate the recognition and tracking of accounts
receivable, including amounts due from individuals and organizations for the purchase of
licenses and the payment of various statutorily or agency assessed fees.

Department personnel stated they did not feel the fees and penalties assessed by the
Department fit the definition of accounts receivable. In order to zero out the receivables
balances that had been previously recorded, amounts were reported to gradually eliminate
the balances during Fiscal Years 2004 and 2005.

Failure to maintain accurate accounts receivable records and accurately report accounts
receivable balances could lead to the failure to properly collect amounts owed to the State
and inaccuracies in statewide financial statement reporting. (Finding Code No. 05-4)

RECOMMENDATION

We recommend the Department establish and implement formal policies and procedures to
ensure accounts receivable are reported in accordance with SAMS procedures. We further
recommend the Department keep detailed records of all billings and the corresponding
collections to facilitate proper reporting of accounts receivable activity.

DEPARTMENT RESPONSE

The Department of Labor agrees.

17



STATE OF ILLINOIS
ILLINOIS DEPARTMENT OF LABOR
SCHEDULE OF FINDINGS
For the Two Years Ended June 30, 2005

05-5. EINDING  (Receipts not deposited timely)

The Illinois Department of Labor (Department) did not deposit receipts timely. We noted 10
of 60 (17%) receipts tested, totaling $26,054, were deposited between 1 and 16 days late.
We also noted 1 of 60 (2%) receipts tested, totaling $897, was deposited 217 days late.

The State Officers and Employees Money Disposition Act (Act) (30 ILCS 230/2(a)) requires
the Department to deposit into the State Treasury individual receipts exceeding $10,000 on
the same day, an accumulation of receipts of $10,000 or more within 24 hours, receipts
valued between $500 and $10,000 within 48 hours, and cumulative receipts valued up to
$500 on the next first or fifteenth day of the month after receipt.

Department personnel stated some of the delays were caused by sending the receipts and
corresponding deposit slips through State mail.

Delayed deposit of cash receipts reduces the amount of funds available for expenditure and
is noncompliance with the State Officers and Employees Money Disposition Act. (Finding
Code No. 05-5)

RECOMMENDATION

We recommend the Department comply with the State Officers and Employees Money
Disposition Act by depositing cash receipts in a timely manner.

DEPARTMENT RESPONSE

The Department of Labor agrees.
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STATE OF ILLINOIS
ILLINOIS DEPARTMENT OF LABOR
SCHEDULE OF FINDINGS
For the Two Years Ended June 30, 2005

05-6. FINDING  (Inadequate control over contractual agreements)

The Illinois Department of Labor (Department) did not exercise adequate control over
contractual agreements. We noted the following:

One of seven (14%) contractual agreements, totaling $14,200, where services began
316 days before the contract was approved and subsequently submitted to the State
Comptroller’s Office. In addition, the Department did not file a late filing affidavit
for this instance. Good business practices require all contracts entered into be
approved by all involved parties prior to the beginning of services. The Illinois
Procurement Code (30 ILCS 500/20-80) requires an agency to file the contract
covering the services along with an affidavit, signed by the chief executive officer of
the agency or his or her designee, with the Comptroller’s office stating that the
services were agreed to before commencement of the services and setting forth an
explanation of why the contract liability was not filed within 30 days of execution.

One of seven (14%) contractual agreements, totaling $15,000, where the
corresponding contract obligation document was not signed by an approved agency
official or his designee. Statewide Accounting Management System (SAMS)
Procedure 15.20.10 states the name and title of the person authorizing the obligation
must appear on the face of the contract obligation document.

One of seven (14%) contractual agreements, totaling $14,200, where the
corresponding contract obligation document contained the incorrect contract number.
SAMS Procedure 15.20.10 requires an agency to enter the contract number assigned
by the agency on the contract obligation document. Good business practices require
a careful review of source documentation and prepared reports before submission.

Department personnel stated contracts were not approved timely due to administrative delay
and the contract obligation document was not signed due to oversight.

Failure to exercise adequate control over contractual agreements may result in loss of State
funds and may subject the State to unnecessary legal risks. (Finding Code No. 05-6)

RECOMMENDATION

We recommend the Department strengthen controls to ensure contractual agreements are
properly completed and approved by agency officials prior to the performance of services by
contractors and ensure late filing affidavits are filed timely when necessary.
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DEPARTMENT RESPONSE

The Department of Labor agrees.
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05-7. EINDING  (Property control weaknesses)

The Illinois Department of Labor (Department) did not exercise adequate control over
recording and reporting of State property. We noted the following weaknesses:

Seven of eight (88%) Quarterly Reports of State Property (C-15’s) submitted to the
State Comptroller’s Office did not accurately reflect Department equipment
transactions. An equipment transfer of $1,122 was improperly reported as a deletion.
An equipment item purchased for $209 was improperly recorded as an addition of
$222. Additions during the last quarter of Fiscal Year 2005 were overstated by
$23,899 and by $19,326 in Fiscal Year 2004. An equipment acquisition of $106 was
recorded in the wrong quarter. Additions totaling $943 and deletions totaling $3,879
were not reported on the C-15’s. An equipment deletion of $2,183 was improperly
recorded as a deletion of $2,366. The net effect of all C-15 errors noted is a $26,672
overstatement of equipment as of June 30, 2005. Good business practices require an
agency to review all reported information for accuracy before submission. Generally
accepted accounting principles require assets to be recorded at cost. Statewide
Accounting Management System (SAMS) (Procedure 29.20.10